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In the single largest devaluation of the past decade, on Dec. 14 the Peruvian Central Bank devalued
its currency by an average of 50%. The base official rate established early this week was 33 inti to the
dollar compared to the previous 20. The exchange rate paid to exporters and importers is based on
multiples of the official rate which vary according to the type of product concerned. For example,
the exchange rate applied to imports of basic foodstuffs, medicines and auto parts was devalued
about 20%. The inti was devalued at 60% for oil and mineral exports, and 42.8% for the remainder
of Peru's traditional exports. In terms of imports, the inti was devalued by 80% for purchases of
inputs and capital goods, and 132% for non-priority inputs and luxury goods. As of Dec. 15, the
dollar was selling on the black market for 80 intis, a 300% devaluation relative to February this year.
In a statement released to the press on Dec. 15, Economy Minister Gustavo Saberbein said that the
devaluation and other measures aimed at reducing inflation estimated at 110% for 1987 constituted
the "second part" of an economic program launched to maintain workers' purchasing power. The
program also includes several economic adjustments to be introduced in January, such as an 80%
hike in bank interest rates and an average 25% increase in fuel prices. According to Saberbein, in
the midst of serious economic difficulties, the Peruvian economy had grown 6.5% in 1987. He added
that the government's economic program in the past year had made possible the importation of a
larger quantity of capital goods than in 1986, thereby increasing "productive reserves" for the future.
Many economists, businesspersons, and opposition politicians quoted in the local media said that
the new measures were long overdue. Inflation in 1988, they asserted, will likely surpass 200% in
the context of a worse recession and the continued absence of foreign credit. Economist Manuel
Moreyra one of the government's principal economic policy critics , foreign currency reserves at
present total a mere $100 million. Moreyra is a former former president of the Central Reserve
Bank. Critics blame the President Alan Garcia's "heterodox policies" for soaring inflation, the loss
of millions of dollars in export revenues, a ballooning public deficit, and rising balance of payments
and current account deficits. According to Rafael Villega, president of CONFIEP (Confederacion
de Instituciones Empresariales-Confderation of Entrepreneurial Institutions), these "facts" are the
obvious consequences of an ill-conceived economic policy. He added that the national economic
situation will go from bad to worse in the next few months. (Basic data from Reuters, 12/14/87; AFP,
12/15/87)
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